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ANONYMOUS TRADING SYSTEM WITH IMPROVED QUOTE INPUT 

CAPABILITIES 

TECHNICAL FIELD 

The present invention is directed generally to computerized trading 
systems and more particularly to a method and apparatus for anonymous 
trading wherein an individual offer is made available only to a subset of the 
5 available counterparties. 

BACKGROUND ART 

In many computerized trading systems, the participants (individual traders 
or institutions) are qualified in advance by an exchange and each offer is 
10 broadcast from one participant to all other qualified participants. 

When the subject of the trade is a commodity (such as wheat or copper) or 
a financial instrument (such as Treasury Bills or foreign currency), multiple 
offers for the same commodity or instrument are conventionally ranked by 
15 price per unit. Depending on the trading conventions in effect, offers at the 
same price may be further ranked by size and/or time in a queue of 
available offers; however, for any given commodity or financial instrument, 
only one offer is at the head of an associated queue. 

20 Under many market conditions, "market makers" (institutions and/or 

individual traders whose open offers are available to other traders) will set 
a price at or slightly above the best price currently available, with the 
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indicated a willingness to deal with the other party. Thus there is no longer 
a single queue for a given currency, but a separate logical queue (typically 
containing only a subset of the open quotes for each trading floor). 
Accordingly, the known EBS system displayed an active quote on the 

5 maker' s terminal in a red background (a so-called "Red Quote") if that 
quote was either the best Dealabfe (or the best regular size Dealable) 
quote on at least one trading floor, ie, the quote was at the head of some 
floor's queue of "Dealable" quotes, thereby providing the maker with a 
signal that his quote has the potential of being about to be accepted. In 

10 addition to the visible warning (the quote is displayed on a red background, 
the EBS voice says "Your bid/offer" and the background of the key fields 
on the transaction panel turns from yellow to red. Preliminary versions of 
the EBS system also provided an indication if a quote was "joined" with a 
Red Quote, ie was in the Dealable queues of at least one trading floor and 

15 was equal to the best price that was Dealable to that floor, but was not at 
the head of the Dealable queue on any trading floor, and thus did not 
qualify as a Red Quote. 

However, as a result the lack of credit between many possible pairs of 
20 trading partners and the fact that market makers are reluctant to make an 
offer that is substantially worse than the best price that is currently 
available, almost every quote is at the head of the queue on at least one 
trading floor, and thus the indication that a quote was Dealable on at least 
one trading floor had limited practical value. 

25 

A quote that lost its red status (as indicated by the transaction panel fields 
turning from red to yellow) is said to be "bettered". If the "Cancel When 
Bettered option" in the trader profile is set, such a bettered Red Quote was 
automatically canceled by the EBS system. 

30 

More recent versions of the EBS system have also included a capability for 
aggregating a regular size (typically US$10 Million) Dealable quote from 
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from decision block 104) ann « u »■ 
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When PctFloorsRedQte = 25, and P = 4 ( then a quote is red if it is Hittable 
from more than (4 * 25) / 100 = 100 / 100 = 1 floors. 

When PctFloorsRedQte = 0, a quote is red if it is Hittable from one or 
5 more floors. Thus, with this setting of the global parameter, the above 
definition of Red Quote is very similar to that used in the known EBS 
system. 

When PctFloorsRedQte = 100, no quote is ever red. All active quotes 
0 should appear "yellow." 

From the foregoing description and examples, it should be apparent that 
the Red Quote status, as defined above, depends on both the ranking of 
the quote relative to other quotes in the market and on the bilateral credit 
5 relationship of the submitting floor with other floors, and that the Arbitrator 
ARB dynamically re-computes the Red Quote status of quotes any time 
that any of these factors is affected (due, for example, to better prices 
being submitted or new credit being granted by another floor). 

a Fig 4 shows an alternate embodiment of the invention in which rather that 
comparing the variable H with a predetermined percentage of the 
variable P, the Arbitrator computes the ratio H/P, and includes that ratio in 
the quote status message QtePosition each time the ratio changes by a 
predetermined increment (for example, 5%). In that case, rather than 

5 indicating the status of the active quote as merely normal or red, the 
workstation can display it as a number or in graphical form. In the 
illustrated example, the ratio is displayed as a horizontal bar graph BG 
below the quote, which in the illustrated example extends about 2/3 of the 
full width of the pips window PW indicating that that price is Hittable by 

3 about 65% of the maker's available (on line and with established credit) 
trading partners. 



WO 97/08640 

PCT/US96/I4086 

10 

HltteWe fUcm «, „,„ .' W "' ns " ""^ « worst 
«shouab.,p paren , ffiai|1 

Motion SPWII a™™ „ ' 0WPM »'»~™f.c«p„c e 



WO 97/08640 



PCT7US96/14086 



11 

What is claimed is: 

1 . (n a computerized trading system wherein quotes for a particular 
financial instrument or other commodity are selectively communicated from 
at least one market maker to a plurality of trading floors eligible to accept 
that offer. 

5 for each trading floor, taker queue means for determining which of the 
quotes available to that trading floor would be matched with a 
predetermined size hit from that trading floor; 
for each quote from each market maker, quote status means 
responsive to each of the taker queue means for determining whether that 
10 quote would be so Hittable at at least a predetermined plurality of trading 
floors, 

notification means responsive to the quote status means for notifying 
each market maker whether his quote would be currently Hittable at 
said predetermined plurality of trading floors. 

2. The computerized system of claim 1 , wherein 

the predetermined plurality is a predetermined percentage of the 
available trading partners; and 

the quote status is responsive to a credit matrix means indicating for 
5 each market maker, those trading partners with whom credit has been 
established. 

3. The computerized system of claim 2, wherein the credit is established 
on a bilateral basis, 

4. The computerized system of claim 2, wherein the predetermined 
percentage is greater than 25%. 

5. The computerized system of claim 1 , wherein 

the taker queue means includes a queue for ranking the available 
offers for each commodity by price and time; 
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